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Abstract
The objective dimension of work involves the person acting on external objects through the
process of economic production. But because persons tend toward self-realization, and because
work is an integral part of this process, the person is also the subject of work. The subjective
dimension of work involves work as a creative process operating on the person performing the
work. In the encyclical Laborem Exercens, John Paul II argues that the subjective dimension of
work is primary and that the primary basis of the value of work is the subject: man himself.
This does not mean that the economic value of work is independent of the work performed, nor
that the wage paid cannot reflect the marginal value of the work. However, John Paul II states
that the primary value of work is not economic at all since the wage itself represents a secondary
value. By identifying the historical roots of this error, John Paul II also identifies the starting
point for economists who seek to re-integrate the subjective dimension of work into economic
and financial theory. This paper summarizes the subjective dimension of work as presented in
Laborem Exercens, presents a framework that integrates the subjective and objective dimensions,
and highlights the changes to our financial logic when this subjective dimension is given its
proper place in economic and financial models.
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Introduction

Most models in economics and finance treat work according to its objective
characteristics: the objective dimension of work involves the person acting on external objects,
creating goods and services via the well-known processes of economic production. Absent in
these models, and nearly invisible to many in economics and finance, is the subjective dimension
of work, which involves the ‘creative process’ of work operating on the person performing the
work.
Because persons tend toward self-realization, and because meaningful work is an integral
part of the process of self-realization, the person is therefore also the proper subject of work. In
the encyclical Laborem Exercens, John Paul II argues that the subjective dimension of work is
primary and that the primary basis of the value of work is the person—the subject of work. This
teaching lends itself to misinterpretation. Some have argued that this statement is consistent with
certain forms of communism or socialism, where workers are paid according to need and not
ability. My thesis is that this interpretation is incorrect. John Paul II does not mean that the
economic value of work is independent of the work performed. He also does not mean that the
compensation paid to the worker cannot or should not be in proportion to the marginal product or
value of the work. I argue that the meaning is actually much deeper.
John Paul II states that the primary value of work is not economic at all since the wage
itself represents a secondary value. He directly challenges the standard economic assumption
that the wage is the sole motive for human action at work. By identifying the historical roots of
this error, John Paul II also identifies the starting point for economists who seek to re-integrate
the subjective dimension of work into economic and financial theory.
The fact/value dichotomy emphasized by the social sciences during the first part of the
twentieth century is relevant: this broader division between fact and value facilitated the

dichotomy between the objective and subjective dimensions of work in economics and finance.
The movement towards a “value-free” economic science, championed by Pareto, Robbins,
Fisher, and others, led to the elimination of the subjective dimension of work from economic and
financial models. The resulting “objective-only” models rely exclusively upon the “logic of
costly effort” in which work is viewed purely as a means to an end, with no inherent value or
meaning itself.
Yet meaningful work is an integral part of being human. Meaningful work and the
subjective dimension of work find support in Biblical wisdom and modern science. This paper
summarizes the subjective dimension of work as presented in Laborem Exercens; highlights
modern scientific evidence that supports the legitimacy of the subjective dimension of work;
presents a framework that integrates the subjective and objective dimensions of human work;
and highlights the changes to our financial logic when this subjective dimension is given its
proper place in economic and financial models.
Section 1: The Objective (Transitive) Dimension of Work
The transcendent nature of human work is a key idea introduced in the encyclical
Laborem Exercens. John Paul II notes that even within the realm of our earthly existence,
humans have a higher purpose that is rooted in our eternal nature and the transcendent destiny
given to us by God. Speaking of the person, John Paul II describes
…the eternal designs and transcendent destiny which the living God, the Creator and
Redeemer, has linked with him.1
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John Paul II, Laborem Exercens (Vatican City: Libreria Editrice Vaticana, 1981), sec. 4,
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In addition, because work is a fundamental part of our earthly existence, and because this earthly
existence has a transcendent nature, work by its very nature contains transcendent characteristics:
The Church finds in the very first pages of the Book of Genesis the source of her conviction
that work is a fundamental dimension of human existence on earth. An analysis of these
texts makes us aware that they express—sometimes in an archaic way of manifesting
thought—the fundamental truths about man, in the context of the mystery of creation itself.
These truths are decisive for man from the very beginning, and at the same time they trace
out the main lines of his earthly existence, both in the state of original justice and also after
the breaking, caused by sin, of the Creator’s original covenant with creation in man.2
Before examining the transcendent nature of work, however, John Paul II begins with a
description of the more familiar “transitive” aspects of work.
A. The Transitive Nature of Work
Work has several fundamentally different dimensions within this transcendent reality. The first,
and the one most commonly associated with work in the modern economy, is the objective, or
“transitive” nature of work, which is described in Sections 4 and 5 of Laborem Exercens:
Work understood as a “transitive” activity, that is to say an activity beginning in the human
subject and directed towards an external object, presupposes a specific dominion by man
over “the earth”, and in its turn it confirms and develops this dominion. It is clear that the
term “the earth” of which the biblical text speaks is to be understood in the first place as
that fragment of the visible universe that man inhabits. By extension, however, it can be
understood as the whole of the visible world insofar as it comes within the range of man's
influence and of his striving to satisfy his needs.
A transitive verb is a verb that requires a direct object; logical transitivity means that if a implies
b, and b implies c, then a implies c. In a similar way, John Paul II characterizes the objective
dimension of work with the word “transitive,” which highlights the linear nature of the objective
dimension in which the person works on external objects. This section introduces two other
important qualities of work. First, there is the timeless nature of work. John Paul II does not
mean to imply that specific jobs or precise types of work are always static through time. Rather,
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his point is that the objective dimension of work has been present throughout all periods of
history and will remain relevant in any future phases of human development:
The expression “subdue the earth” has an immense range. It means all the resources that
the earth (and indirectly the visible world) contains and which, through the conscious
activity of man, can be discovered and used for his ends. And so these words, placed at
the beginning of the Bible, never cease to be relevant. They embrace equally the past
ages of civilization and economy, as also the whole of modern reality and future phases
of development, which are perhaps already to some extent beginning to take shape,
though for the most part they are still almost unknown to and hidden from him. While
people sometimes speak of periods of “acceleration” in the economic life and civilization
of humanity or of individual nations, linking these periods to the progress of science and
technology and especially to discoveries which are decisive for social and economic life,
at the same time it can be said that none of these phenomena of “acceleration” exceeds
the essential content of what was said in that most ancient of biblical texts.3
A second important quality of work introduced in Section 4 is that it has both collective (e.g.,
universal) and individual aspects. This distinction, and the reality that work encompasses both,
becomes vitally important in JPII’s later development and presentation of the subjective
dimension of work:
As man, through his work, becomes more and more the master of the earth, and as he
confirms his dominion over the visible world, again through his work, he nevertheless
remains in every case and at every phase of this process within the Creator’s original
ordering. And this ordering remains necessarily and indissolubly linked with the fact that
man was created, as male and female, “in the image of God.” This process is, at the same
time, universal: it embraces all human beings, every generation, every phase of economic
and cultural development, and at the same time it is a process that takes place within each
human being, in each conscious human subject.4
Figure 1 illustrates this distinction between the individual and the collective aspects of work:
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FIGURE 1
A simple illustration highlighting the reality that work contains both individual and collective
components. Figure 1 represents a benchmark that is expanded in Figures 2 and 3.

Section 4 of Laborem Exercens also highlights the specific historical epochs through which the
objective dimension of work has developed:
There thus emerges the meaning of work in an objective sense, which finds expression in
the various epochs of culture and civilization. Man dominates the earth by the very fact of
domesticating animals, rearing them and obtaining from them the food and clothing he
needs, and by the fact of being able to extract various natural resources from the earth
and the seas. But man “subdues the earth” much more when he begins to cultivate it and
then to transform its products, adapting them to his own use. Thus agriculture constitutes
through human work a primary field of economic activity and an indispensable factor of
production. Industry in its turn will always consist in linking the earth's riches—whether
nature’s living resources, or the products of agriculture, or the mineral or chemical
resources—with man’s work, whether physical or intellectual.5
The historical epochs detailed in the encyclical correspond closely to those historical stages
summarized by Wilber as foraging, horticulture, agrarian, industrial, and informational stages.6
Wilber7 also includes a prediction about those future stages “which are perhaps already to some
extent beginning to take shape, though for the most part they are still almost unknown to and
hidden from him.”8
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The development of advanced technologies, which corresponds to the most recent stage
of development of work, has been accompanied by both positive and negative outcomes. Upon
closer examination, these outcomes represent aspects of an actual relationship between
technology and the person. Inquiring into the nature of this relationship raises a number of
questions; the ethical nature of these questions leads us directly into the subjective dimension of
work.
Section 2: The Subjective Dimension of Work
While Section 5 of Laborem Exercens details the objective dimension of work, which has
progressed through “various epochs of culture and civilization,” Section 6 begins the encyclical’s
unpacking of the subjective dimension of work. Work in the objective dimension involves the
person operating on an external object; work in the subjective dimension involves the work as a
creative process operating on the agent performing the work. That is, the objective dimension of
work is transitive in nature while the subjective dimension of work has a reciprocal nature
because the process returns to the person as an inherent end. 9 Just as the creative Word of the
Father goes forth and fruitfully returns, so the creative process of work bears the mark of its
Creator in its subjective character.
A. Self-Actualization and the Subjective Dimension
Because the human person tends toward self-actualization and because meaningful work
is an integral piece of self-actualization, the person is therefore also the subject of work:
Man has to subdue the earth and dominate it, because as the “image of God” he is a person,
that is to say, a subjective being capable of acting in a planned and rational way, capable
of deciding about himself, and with a tendency to self-realization. As a person, man is
therefore the subject to work. As a person he works, he performs various actions belonging
to the work process; independently of their objective content, these actions must all serve
“So shall my word go forth out of my mouth: it shall not return unto me void, but it shall accomplish that which I
please, and it shall prosper in the thing where I sent it” (Isaiah 55:11).
9

to realize his humanity, to fulfil the calling to be a person that is his by reason of his very
humanity.10
Therefore, any work-related ethical question must begin with a proper consideration of the
subjective dimension of the person and the subjective dimension of work. John Paul II tells us
that the reality of the subjective dimension is rooted in our Biblical understanding of the person:
And so this “dominion” spoken of in the biblical text being meditated upon here refers not
only to the objective dimension of work but at the same time introduces us to an
understanding of its subjective dimension. Understood as a process whereby man and the
human race subdue the earth, work corresponds to this basic biblical concept only when
throughout the process man manifests himself and confirms himself as the one who
“dominates”. This dominion, in a certain sense, refers to the subjective dimension even
more than to the objective one: this dimension conditions the very ethical nature of work.
In fact there is no doubt that human work has an ethical value of its own, which clearly and
directly remain linked to the fact that the one who carries it out is a person, a conscious and
free subject, that is to say a subject that decides about himself.11
The recognition that there exist both objective and subjective dimensions of work
immediately raises the question of how each dimension relates to the other, and which is more
important.

The decisive answer given by John Paul II may be incomprehensible to some

economists:
…the basis for determining the value of human work is not primarily the kind of work
being done but the fact that the one who is doing it is a person. The sources of the dignity
of work are to be sought primarily in the subjective dimension, not in the objective one.
Such a concept practically does away with the very basis of the ancient differentiation of
people into classes according to the kind of work done. This does not mean that, from the
objective point of view, human work cannot and must not be rated and qualified in any
way. It only means that the primary basis of the value of work is man himself, who is its
subject. This leads immediately to a very important conclusion of an ethical nature:
however true it may be that man is destined for work and called to it, in the first place work
is “for man” and not man “for work”. Through this conclusion one rightly comes to
recognize the pre-eminence of the subjective meaning of work over the objective one…12
This does not imply independence between the work performed and its economic value. It
also does not preclude the wage paid from reflecting the marginal value of the work. John Paul II
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is making a deeper point and stating that the primary value of work is not economic at all. More
specifically, the wage itself represents a secondary value of work. This is a challenging teaching,
particularly within finance and economics where monetary compensation is assumed to be the
singular motive for engaging in work. The subjective dimension, which John Paul II argues should
be pre-eminent, is totally absent in financial and economic models. Section 6 concludes with a
foreshadowing of why the subjective dimension of work is pre-eminent:
On the other hand: independently of the work that every man does, and presupposing that
this work constitutes a purpose—at times a very demanding one—of his activity, this
purpose does not possess a definitive meaning in itself. In fact, in the final analysis it is
always man who is the purpose of the work, whatever work it is that is done by man—
even if the common scale of values rates it as the merest “service”, as the most
monotonous even the most alienating work…13
This line of thought continues in Sections 11 and 12, which provide a more detailed
philosophical foundation for the primacy of the subjective dimension of work. Section 11
discusses the historical conflict between labor and capital, which began as a very real social
conflict during the industrial revolution when workers “put their powers at the disposal of the
entrepreneurs, and these, following the principle of maximum profit, tried to establish the lowest
possible wages for the work done by the employees…”14 The way in which the conflict played
out as an ideological conflict between liberalism and Marxism, between the ideologies of
capitalism and scientific socialism and communism, and the way this was transformed by
political means into a systematic class struggle, is thoroughly documented elsewhere. It is not
the focus of John Paul II in this encyclical. His focus is a more fundamental and foundational
inquiry into the nature of work itself.

13
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The key starting point in this inquiry is a recognition of the great reality of work, which is
closely linked with man as the subject of work, since man himself develops through work. The
development of the subjective dimension begins with the acknowledgement that all of the
resources of economic production originate as a gift, freely given, from the Creator to mankind:
In every phase of the development of his work man comes up against the leading role of
the gift made by “nature”, that is to say, in the final analysis, by the Creator. At the
beginning of man's work is the mystery of creation. This affirmation, already indicated as
my starting point, is the guiding thread of this document, and will be further developed in
the last part of these reflections.15
In the historical conflict between labor and capital, the ideology of capitalism set the rights of
capital over the rights of labor; the ideology of communism took the opposite position. In
Section 12, John Paul II highlights the instrumental nature of capital, and argues for the primacy
of the person over things. All of the means of economic production have gradually developed
through man’s cumulative experience and intellectual powers. Thus, all of the technology and
capital that are at the service of work (e.g., “instruments”) are the result of work. Capital is only
an instrument, a collection of things:
All the means of production, from the most primitive to the ultramodern ones—it is man
that has gradually developed them: man’s experience and intellect. In this way there have
appeared not only the simplest instruments for cultivating the earth but also, through
adequate progress in science and technology, the more modern and complex ones:
machines, factories, laboratories, and computers. Thus everything that is at the service of
work, everything that in the present state of technology constitutes its ever more highly
perfected “instrument”, is the result of work…We must emphasize and give prominence to
the primacy of man in the production process, the primacy of man over things. Everything
contained in the concept of capital in the strict sense is only a collection of things. Man, as
the subject of work, and independently of the work that he does—man alone is a person.
This truth has important and decisive consequences.16
B. The Primacy of the Human Person
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John Paul II does not equate this primacy of labor over capital to an endorsement of
communism. He argues that the dichotomy or separation of labor and capital is philosophically
impossible, and the historical conflict between labor and capital was a false choice that obscured
the fundamental nature of work. The implications of the priority of labor over capital are properly
understood only when work itself is properly understood. Hence the need for a foundational
development of the subjective dimension of work. Each dimension (the subjective and objective)
contains both individual and collective aspects of work, and this 2 x 2 dichotomy is illustrated in
Figure 2.
FIGURE 2
This figure illustrates how the subjective and objective dimensions of work each contain individual and
collective components. The “collective + subjective” dimension is labelled “inter-subjective”; the
“collective + objective” dimension is labelled “inter-objective”. This framework will be used in Figure 3
to illustrate several determinants of human well-being that also have financial value implications for
firms.

Section 3: First and Second Things
Sections 7 and 13 of Laborem Exercens focus on the values necessary for a proper
framing of the relationship between labor and capital. A key idea is that the original and
perennial errors of capitalism occur when the right ordering of values is reversed. This reversal,
or inversion of primary and secondary values, leads to what Oliver O’Donovan calls a “totalizing
of market theory” in which “…we are sometimes forced to treat as a loss what any sound
philosophy regards as gain. Work, for example, a good gift of God and an experience of a

person’s intellectual and physical powers, is spoken of by the negative term ‘labor’ in order to
represent the relation of worker and employee as an exchange rather than a partnership.”
John Paul II begins Section 7 with a focus on the right ordering of values, and the
inversion of primary and secondary values. The Biblical understanding that originates in the
Book of Genesis is obscured, or even reversed, in the modern materialistic civilization which
… gives prime importance to the objective dimension of work, while the subjective
dimension—everything in direct or indirect relationship with the subject of work—
remains on a secondary level. In all cases of this sort, in every social situation of this
type, there is a confusion or even a reversal of the order laid down from the beginning by
the words of the Book of Genesis: man is treated as an instrument of production, whereas
he—he alone, independently of the work he does—ought to be treated as the effective
subject of work and its true maker and creator. Precisely this reversal of order, whatever
the program or name under which it occurs, should rightly be called “capitalism”—in the
sense more fully explained below.17
Section 7 also highlights that this error can occur in any economy or market in which the person
is subordinated to the instruments of production, which includes capital:
Everybody knows that capitalism has a definite historical meaning as a system, an
economic and social system, opposed to “socialism” or “communism”. But in the light of
the analysis of the fundamental reality of the whole economic process—first and
foremost of the production structure that work is—it should be recognized that the error
of early capitalism can be repeated wherever man is in a way treated on the same level as
the whole complex of the material means of production, as an instrument and not in
accordance with the true dignity of his work—that is to say, where he is not treated as
subject and maker, and for this very reason as the true purpose of the whole process of
production.18
A.

The Historical Origins of the Error
Understanding the origins of the error and its historical emergence is the focus of Section

13. John Paul II asserts that from a philosophical viewpoint, the historical conflict between labor
and capital was framed as a false choice. Elevating capital over labor can never be
philosophically right, nor can it be reconciled with a Christian understanding of the person. In
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fact, “capital cannot be separated from labour; in no way can labour be opposed to capital or
capital to labour, and still less can the actual people behind these concepts be opposed to each
other…”19 Any economic system that contains both labor and capital can be accurate only by
ensuring the priority of labor over capital. Again, John Paul II emphasizes that this requires a
foundation that explicitly recognizes both the objective and subjective dimensions of work. The
person is always the subject of work that is conditioned by capital. But capital itself is never
itself a subject, not even a nebulous or impersonal subject:
Opposition between labour and capital does not spring from the structure of the
production process or from the structure of the economic process…All that we can say of
everything in the production process which constitutes a whole collection of “things”, the
instruments, the capital, is that it conditions man’s work; we cannot assert that it
constitutes as it were an impersonal “subject” putting man and man’s work into a position
of dependence.20
Thus, nothing inherent in the production process requires labor and capital to be in opposition.
The philosophies of economism and materialism separated labor and capital and set them in
opposition by considering human labor exclusively according to its economic purpose. The
historical roots of this are described in Section 13:
This consistent image, in which the principle of the primacy of person over things is strictly
preserved, was broken up in human thought, sometimes after a long period of incubation
in practical living. The break occurred in such a way that labour was separated from capital
and set in opposition to it, and capital was set in opposition to labour, as though they were
two impersonal forces, two production factors juxtaposed in the same “economistic”
perspective. This way of stating the issue contained a fundamental error, what we can call
the error of economism, that of considering human labour solely according to its economic
purpose. This fundamental error of thought can and must be called an error of materialism,
in that economism directly or indirectly includes a conviction of the primacy and
superiority of the material, and directly or indirectly places the spiritual and the personal
(man’s activity, moral values and such matters) in a position of subordination to material
reality.21
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Economism pre-dated materialism, and pre-framed the issue by viewing labor in a nonhumanistic way. But even dialectical materialism is incapable of thinking about human work in
a way that supports the primacy of man over capital:
…the fundamental issue of human work, in particular for the separation of labour and
capital and for setting them up in opposition as two production factors viewed in the
above mentioned economistic perspective; and it seems that economism influenced this
non-humanistic way of stating the issue before the materialist philosophical system did.
Nevertheless it is obvious that materialism, including its dialectical form, is incapable of
providing sufficient and definitive bases for thinking about human work, in order that the
primacy of man over the capital instrument…22
Interestingly, John Paul II states that this error did not originate in the philosophy or economic
theories of the eighteenth century, but originated in the whole of economic and social practice of
that time. It was a “practical error” or an error that eventually made its way into formal
philosophies, and it was during the Industrial Revolution that society focused on the means
(increasing wealth) while ignoring the ends (humans) who should be served by wealth:
Obviously, the antinomy between labour and capital under consideration here—the
antinomy in which labour was separated from capital and set up in opposition to it…—
did not originate merely in the philosophy and economic theories of the eighteenth
century; rather it originated in the whole of the economic and social practice of that time,
the time of the birth and rapid development of industrialization, in which what was
mainly seen was the possibility of vastly increasing material wealth, means, while the
end, that is to say, man, who should be served by the means, was ignored. It was this
practical error that struck a blow first and foremost against human labour, against the
working man, and caused the ethically just social reaction already spoken of above. The
same error, which is now part of history, and which was connected with the period of
primitive capitalism and liberalism, can nevertheless be repeated in other circumstances
of time and place, if people's thinking starts from the same theoretical or practical
premises.
The only chance there seems to be for radically overcoming this error is through adequate
changes both in theory and in practice, changes in line with the definite conviction of the
primacy of the person over things, and of human labour over capital as a whole collection
of means of production.23
B. The Subject/Object and Fact/Value Dichotomies
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The dichotomy and separation of the objective and subjective dimensions of work is
related to the fact/value dichotomy that accompanied the early twentieth century movement of
logical positivism. In fact, logical positivism contributed to the marginalization and elimination
of the subjective dimension of work from models in economics and finance.
Wilfred Pareto and Lionel Robbins were influential advocates of ‘value-free’ economic
models designed to explain how things are (e.g., positive economics). The positivists argued that
science must be concerned exclusively with facts and therefore cannot contain normative
vocabulary. For example, Robbins argued that interpersonal utilities cannot be compared
because doing so requires one to make a value-based assessment of the individuals in question.24
But, as pointed out by Little, any attempt to draw a sharp line between fact and value turns out to
be impossible.25
The positive economic models thus developed with a focus on explaining how people
actually behave, eliminating any framework or vocabulary that might consider how people
should or could behave. Thus, the models focused exclusively on the objective dimension of
work. (In defense of the positive economists, this assumption may have reflected accurately the
economic reality of profit-maximizing behavior. Such behavior had developed during the long
period of incubation of the previously described “practical error” in which capital was elevated
to a dominant position over labor.)
But what was not accurate, and did not reflect the reality of the person, was another more
subtle assumption Robbins made about work itself.26 For example, Robbins describes a “man
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dividing time between production of real income and enjoyment of leisure.”27 Though man
wants both, he cannot fully satisfy his wants of each, and he has to choose one over the other.
"Everywhere we turn, if we choose one thing we must relinquish others which, in different
circumstances, we would wish not to have relinquished" and therefore "Economic Science is that
which studies human behavior as a relationship between ends and scarce means which have
alternate uses."28 At one level, these statements simply capture the elementary notion of
opportunity cost that is central to economics. Yet this framework also invokes a subtle
assumption: labor is fundamentally a means to an end, not an end in itself. Work has no
meaning outside of the income it provides.
C. The Scientific Evidence
These assumptions are directly at odds with the findings of modern social science.
Diener and Seligman survey the scientific evidence-based determinants of human utility and
human flourishing and find that while material and physical resources are one determinant, other
key determinants exist.29 Among these are physical and mental health, a democratic and stable
society, reputation, meaningful relationships, transcendent purpose, goal value congruence, and
meaningful work.i According to the Gallup World Poll, the number one determinant of human
happiness is not wealth, not health, not even family; it is a “good job”: meaningful work done in
the company of people we care about. Gallup CEO Jim Clifton notes: “What the world wants is
a good job. This is one of the most important discoveries Gallup has ever made.”30 These
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determinants are illustrated in Figure 3, also presented in Friesen,31 and arranged according to the
individual-collective and subjective-objective categorizations in Figure 2.
Note that the subjective determinants of well-being, as illustrated on the left-hand side of
Figure 3, correspond directly to the subjective dimension of work and include meaningful work,
goal-value congruence, transcendent purpose, and meaningful relationships. Figure 3 helps
illustrate the simple reason these value-relevant determinants of well-being are excluded from
models in economics and finance: they all belong to the subjective dimension of work. Models
that omit the subjective dimension simply cannot incorporate these aspects of work or human
utility.
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FIGURE 3
Figure 3 illustrates the determinants of human utility, or “flourishing”, described by Diener and
Seligman32 and arranged according to the 2x2 matrix illustrated in Figure 2. The collective+subjective
dimension is labelled “intersubjective” while the collective + objective dimension is labelled
“interobjective”. Note that the subjective dimension of work is illustrated on the left-hand side of Figure
3 and includes meaningful work, goal-value congruence, transcendent purpose and meaningful
relationships.

© 2020, Geoffrey C. Friesen

D. A Closer Look at the Historical Error
It is useful to see exactly what Robbins says about the assumption that work cannot be
regarded as inherently meaningful, because this helps us know where to begin the error
correction process:
This, then, is all that lies behind the occasional appearance of the homo œconomicus—the
purely formal assumption that in certain exchange relationships all the means, so to speak,
32
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are on one side and all the ends on the other. If. e.g., for purposes of demonstrating the
circumstances in which a single price will emerge in a limited market, it is assumed that in
my dealings in that market I always buy from the cheapest seller, it is not assumed at all
that I am necessarily actuated by egotistical motives. On the contrary, it is well known that
the impersonal relationship postulated is to be seen in its purest form when trustees, not
being in a position to allow themselves the luxury of more complicated relationships, are
trying to make the best terms for the estates they administer. All that it means is that my
relation to the dealers does not enter into my hierarchy of ends. For me (who may be
acting for myself or my friends or some civic or charitable authority) they are regarded
merely as means. Or, again, if it is assumed—which in fact is usually done for purposes of
showing by contrast what the total influences in equilibrium bring about—that I sell my
labour always in the dearest market, it is not assumed that money and self-interest are my
ultimate objects—I may be working entirely to support some philanthropic institution. It is
assumed only that, so far as that transaction is concerned, my labour is only a means to
an end; it is not to be regarded as an end in itself.33
The assumption about work never being an end in itself is hard-wired into nearly all
models of competitive markets and applied to nearly all models of the firm in Finance. But it
contradicts both Biblical wisdom and modern social science, as well as empirical evidence
regarding economic value creation in the modern firm. As Diener and Seligman note:
…economic indicators were extremely important in the early stages of economic
development, when the fulfillment of basic needs was the main issue. As societies
grow wealthy, however, differences in well-being are less frequently due to income,
and are more frequently due to factors such as social relationships and enjoyment
at work.34
The reason these factors are so difficult to include in Finance models is because they
require a fundamental re-ordering of our understanding of value and the economic relationship
between humans, wealth, and work, and they specifically require a model that integrates both the
objective and subjective dimensions of human work.
One consequence of eliminating the subjective dimension of work from economic models
is that it also eliminates the foundation for ‘win-win’ economic situations. Trade-off logic
describes situations where benefits to one party necessarily come at the expense of the other.
Engagement logic captures win-win situations, where benefits to one party also lead to benefits
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for the other. The subjective dimension of work is the foundation for engagement logic. When
the legitimacy of the subjective dimension was denied, Robbins recognized that this also implied
the impossibility of win-win situations. The axiomatic rejection of the possibility of win-win
situations can be seen in the famous debate between Lionel Robbins and Sir Josiah Stamp.
Robbins paved the way for the ex ante rejection of win-win situations by arguing that since such
situations cannot always exist, economists are justified in assuming that they never exist.
The background was an on-going debate in England about the extent to which historical
artifacts and monuments should be preserved during industrial expansion. This debate reached
its apex in the early 1930’s at the time both men’s public influence was high. Robbins first
characterizes Stamp’s position:
Sir Josiah, who has done so much to maintain sweetness and light in our times, is
anxious to preserve the countryside and to safeguard ancient monuments. (The
occasion of the paper was a decision on the part of his railway company not to
destroy Stratford House, a sixteenth-century half-timbered building in
Birmingham, to make room for railway sidings.) At the same time, he believes that
Economics is concerned with material welfare. He is, therefore, driven to argue that
“indifference to the æsthetic will in the long run lessen the economic product; that
attention to the æsthetic will increase economic welfare”. That is to say, that if we
seek first the Kingdom of the Beautiful, all material welfare will be added unto us.
And he brings all the solid weight of his authority to the task of stampeding the
business world into believing that this is true.35
Next, Robbins points out what he believes to be the flaw in Stamp’s viewpoint but not
before first mis-characterizing Stamp’s position. Stamp merely argued that win-win situations
might sometimes exist. Robbins argues that because such situations do not always exist,
economists are justified assuming that such situations never exist:
It is easy to sympathise with the intention of the argument. But it is difficult to
believe that its logic is very convincing. It may be perfectly true, as Sir Josiah
contends, that the wide interests fostered by the study of ancient monuments and
the contemplation of beautiful objects are both stimulating to the intelligence and
restful to the nervous system, and that, to that extent, a community which offers
35
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opportunities for such interests may gain in other, “more material”, ways. But it is
surely an optimism, unjustified either by experience or by a priori probability, to
assume that this necessarily follows. It is surely a fact which we must all recognise
that rejection of material comfort in favour of æsthetic or ethical values does not
necessarily bring material compensation. There are cases when it is either bread or
a lily. Choice of the one involves sacrifice of the other, and, although we may be
satisfied with our choice, we cannot delude ourselves that it was not really a choice
at all, that more bread will follow. It is not true that all things work together for
material good to them that love God. So far from postulating a harmony of ends in
this sense, Economics brings into full view that conflict of choice which is one of
the permanent characteristics of human existence. Your economist is a true
tragedian.36
Perhaps the real tragedy is that win-win situations, rooted in the subjective dimension of
work, were eliminated from economic thinking for nearly a century after this debate. What
Robbins’ argument fails to make room for is the possibility of reciprocal determinism in
economics,37 or more specifically the feedback between the realization of certain ends and the
means by which those ends are themselves produced. Robbins sees this clearly and articulates it:
What has happened, of course, is that adherence to the ‘materialist’ definition has
prevented Sir Josiah from recognising clearly that Economics and Æsthetics are
not in pan materia. Æsthetics is concerned with certain kinds of ends. The
Æsthetic is an end which offers itself for choice in competition, so to speak, with
others. Economics is not concerned at all with any ends as such. It is concerned
with ends in so far as they affect the disposition of means. It takes the ends as
given in scales of relative valuation, and enquires what consequences follow in
regard to certain aspects of behaviour.38
Robbins’ view is limited to precisely what John Paul II referred to as the “transitive”
dimension of work, with man operating on external objects to earn a wage, which is a means to
other ends. Robbins rejects the possibility of meaningful work by assuming that the subjective
dimension does not and cannot exist.
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Section 4: Work, Self-Actualization and Integral Human Development
In another publication I have noted “a key empirical discovery by modern social science
is that people progress systematically through stages of growth and development and meaningful
work arises or emerges as a key source of human growth—and key determinant of human
‘utility’—only after other needs are met.”39 These stages characterize the physical stages of
development that occur over the human life span as well as intellectual and cognitive stages,
psychosocial development, stages of moral development, faith, and consciousness
A. Stages of Human Development
The relevance of this scientific insight for finance and economics is that the agents in
economics and finance models are always at the same stage of development across all of these
different dimensions. To see this, think about an individual characterized by a formaloperational level of cognitive development.40 The corresponding moral stance focuses upon law
and order, the importance of the social contract, and individual rights.41 The corresponding
sense of self is ordered toward conscientious conformity and pursuit of individual interests.42
The corresponding consciousness emphasizes exterior realities and exterior action.43 Maslow
notes that the person at this stage of development possesses “esteem needs” such as developing a
positive reputation and the respect of others, prestige, accomplishment, and material wealth.44
There is also a strong drive for exterior achievement.45
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In another publication I have noted that the human needs associated with these
developmental stages accurately correspond to the economic agents in current Finance models.46
That is, the agents in Finance models reflect a particular stage of human development. Diener
and Seligman explain that this stage of human development characterized the era when
neoclassical models in economics and finance were developed.47
But this very limited vision of the person that dominates economics and finance is
inconsistent with a true understanding of our human nature, as described in the publication
Oeconomicae et pecunieariae quaestiones:
The human person, however, actually possesses a uniquely relational nature and
has a sense for the perennial search for gains and well-being that may be more
comprehensive, and not reducible either to a logic of consumption or to the
economic spheres of life.48
Part of having an appropriate vision of the human person is recognizing the reality of
human growth and integral human development. The agents in economic models may learn, but
Bayesian learning is not the same as interior or moral growth and development. This meaning of
the word ‘growth’ is absent in economic vocabulary.
Let us return to the economic agent homo economicus: the next stage of development for
the agent includes a need for learning, growth, aesthetic appreciation, and self-actualization;49 an
emphasis on principles of justice, equity, and human rights;50 the growth into autonomy (Quinn
and Thakor, 2019),51 a state in which one is not only able to synthesize or integrate apparently
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distinct ideas, but also recognizes an inherent autonomy or emotional interdependence with
others;52 and an emphasis on human relationships.53
Abraham Maslow was one of the first to highlight the notion of “self-actualization,”
which he defines as the realization of personal growth, being fully engaged in one’s work, and
living out one’s mission. In short, a desire “to become everything one is capable of becoming” is
one of the highest human needs.54 One sees a close connection to the human described by John
Paul II as “a subjective being capable of acting in a planned and rational way, capable of
deciding about himself, and with a tendency to self-realization.”55
B. The Fact/Value Dichotomy
The objective/subjective dichotomy arose during the same historical period as the broader
fact/value dichotomy in social sciences. Interestingly, the division of work into objective and
subjective dimensions corresponds almost one-to-one with a division of human needs into
deficiency and growth needs. A feeling of lack motivates human action concerning deficiency
needs (e.g., “I am thirsty, so I seek water”). As deficiency needs are satisfied, the motivation for
further action decreases (e.g., “I am no longer thirsty, so I no longer seek water”). With growth
needs, a feeling or sense of fulfillment motivates human action. The satisfaction of growth needs
increases motivation for further action. Learning, meaningful, and engaging work, selfactualization, and the pursuit of the transcendent are concrete examples of growth needs.
In another publication I have noted that the reason that economic agents are not fully
human is because “economic man” does not seek self-actualization.56 When the subjective
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dimension of work is eliminated from economic models, the result is that growth needs are
implicitly assumed not to exist. This is the practical explanation for why economic and financial
models almost never include growth needs. This tradition dates back at least to the work of
Robbins described earlier,57 as well as Weber58 and Fisher.59 In this tradition, human growth
needs and the subjective dimension of human work are assumed to be reducible into the
objective dimension.
The practical result is that Finance and economics models lack the necessary framework
for thinking about the dignity of human work. Worker utility or worker well-being is modeled as
a simple function of wealth and leisure. Wealth and leisure are in turn assumed to be inversely
related (e.g., the more time I spend working the less leisure time I have left). In the neoclassical
model of the firm, a wage is set sufficiently high to entice the agent to work, but no higher: the
equilibrium wage is just high enough to compensate for the disutility of labor, and in equilibrium
the worker’s participation constraint is ‘binding.’ This means that overall utility of the worker is
no higher (or only marginally higher) by working than not working. This leaves us in a state of
‘model poverty,’ without a framework that captures the subjective dimension of work, incapable
of even thinking about the creative process of work operating on the person.
C. The Logic of Engagement
The ‘principal-agent framework’ is a term used in economics and finance to describe the
relationship between the owner (principal) and manager (agent) of a firm. Under trade-off logic,
actions that benefit the principal always come at the expense of the agent. Compensation is paid
to the risk-averse agent who responds by providing costly effort. The principal-agent
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relationship is an inherently adversarial either/or relationship, where benefits to one party come
at the expense of the other. In another publication, I have noted that because human engagement
and human dignity are associated with growth needs (not deficiency needs) they are
incompatible with the conventional economic logic of costly effort.60
In contrast to the logic of costly effort, the logic of engagement captures a framework in
which actions benefitting the agent can also benefit the principal. A ‘new’ source of human
utility is a sense of meaning, engagement, or higher purpose. What is different about
engagement is that increases in the utility of the agent are associated with increases in the output
of the firm, as illustrated in the Figure 4 which is also presented by me in another paper.61 While
‘objective effort’ is costly to the employee but beneficial to the firm’s owners, ‘subjective
engagement’ can lead to higher utility for the agent and improvements in firm performance that
benefit the principal.
The new logic supplements existing economic logic and conventional models; it does not
replace them. Economic trade-offs, rooted in human deficiency needs, do not go away. At the
same time, they cannot fully describe the human person or the firm, because growth needs are a
part of human reality. It is possible to promote human flourishing and create value, but only if
the subjective dimension of human flourishing has legitimacy in financial and economic
decisions. The formal implications of this integrated framework are worked out in detail in
another paper of mine.62
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Figure 4: The Logic of Costly Effort and the Logic of Engagement
The right-hand side illustrates the impact of costly effort on worker utility (top figure) and firm output
(bottom figure) and corresponds to the existing financial and economic framework. The left-hand side
illustrates the impact of engagement on worker utility (top figure) and firm output (bottom figure).

Discussion and Conclusion
It is through an explicit recognition of the subjective dimension of work that the worker
fully realizes his “calling to be a person that is his by reason of his very humanity.”63 The
integration of the subjective and objective dimensions of work into economics and finance
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models does not require that existing models be discarded, but that models be expanded so that
both dimensions coexist in a properly ordered framework with the subjective dimension being
primary. As John Paul II states, “The only chance there seems to be for radically overcoming
this error is through adequate changes both in theory and in practice, changes in line with the
definite conviction of the primacy of the person over things, and of human labour over capital as
a whole collection of means of production.”64
Integration of the subjective dimension into models in economics and finance is partially
important because these models inform our thinking and influence the framing of important
decisions. These decisions, in turn, help to shape our social and business environments. Thus,
the assumptions embedded in our models can actually affect the world. As discussed above, the
historical separation of the objective and subjective dimensions of work has led to the
development of economic models that completely ignore the subjective dimension. In turn, the
elimination of the subjective dimension from models has helped shape an environment where the
role of work in the development of the person lacks legitimacy. The use of ‘self-limiting’
models creates a self-fulfilling reality that reinforces the original error; the discarded subjective
dimension of work becomes unimportant, irrelevant, or even imaginary. Laborem Exercens is a
reminder of a timeless truth our current models have discarded:
…the Church has always proclaimed what we find expressed in modern terms in the
teaching of the Second Vatican Council: “Just as human activity proceeds from man, so it
is ordered towards man. For when a man works he not only alters things and society, he
develops himself as well. He learns much, he cultivates his resources, he goes outside of
himself and beyond himself. Rightly understood, this kind of growth is of greater value
than any external riches which can be garnered…”65
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